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OIL,  GAS  AND  MINERAL  LEASE 


agreements 
exclusive  ric 

those  mentis       *-» — ; 

Wl^nSSiyo?^  in  Lessee's  operas 

frSmlhe  land  Sowed  ^^m^^S^^ 
Tarrant,  State  of  Texas,  and  is  descnbed  as  follows. 


Tarrant,  State  of  lexas,  ana  »  uww«w  ™  ■   .    .      uke  Country 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 

Thte  lease  also  covers  and.inc.udes  *^™gg»£3gi«i^  ^S-^X^S^^l 
described  and  (a)  owned  or  claimed  by  Lesso ^by  Imte* ran.  PSSKSlStofflBc^  any  supplemental  instrument  requested  by  Lessee  for  a 
(b)  as  to  which  Lessor  has  a  preference  ngh of. J|2^S?SS^Wny  bonus  or  other  payment  hereunder  said  land 
more  complete  or  accurate  descnption  of  ^^^V^^^^^S^^^^Vm  of  acreage  iSarry  tract  shall  be  deemed  to 

Sbete^famat^^  and  a" ri9htS  a"d  0P''°nS  her8Under' 

up^sa^^moSuon  for  more  than  ninety  (&)  consecutive  days. 


3.  As  royalty,  Lessee  covenants  and  agrees:  (|0  To  deliver  to  the  cjditof  Lessor,  ir ^J^^JIg^^&^S^^ 
s&f««S^ 

manufacture  of  gasoline  or  other  pndj^s,  tt»  nw tat  Ji^«£ffM  oneStheWin  kiS  or  value  at  the  wefl  or  mine  atlessee's  election, 
onallotrKtfmineralsmineda^ 

except  that  on  sulphur  mined  and  marke  ed  the a  oyaHy  sir aH  b e  one  ^^^^^Sm  portion  thereof  has  been  pooled,  capable  of 
time  or  times  thereafter  there  is  any  well  onj sa ^^d  'a^  or  on  lands  ^  OTJf  JS^n  firo  as  though  operations  were  being  conducted 

on^d^^ 

=o?s« 

operations  on  said  and,  then  at  or  before  the ;eyraton  ^^^Jn^^fiSeto'  LeUte  shal  maVelite  payments  or  tenders  at  or  before  the 
royalty,  a  sum  equal  to  one  dollar  ($1  00)  *r  eatf  ao»  ofb nd  the  n  cweredh f^DV^e^ee^nan^n|^     g  ^  foroe 

cfc  lS«T-nth^  aCT6a9e         *  ^ 

4.Lessee  is  hereby  granted  the  right,  at  to option £ 'P^nM^ 
and/or  with  any  other  land,  lease,  01 leases,  ^J>^^S^^i^^^^^^^^^i^^^^^'ri^^ 

time  established,  or  after  enlargement,  are  permitted  or  requjed  under  any  jgraE^/^Wdrllfed.  any  such  unit  may  be  established  or 
regular  location,  or  for  obtaining  maximum  allowable  from  any  well  to  be anlled,  f^fJJ Tshall  exercise  said  option  as  to  each  desired  unit 
enlarged  to  conform  to  the  si^  permitted  or  required  by  such 'g^^^^SZ^^g^gS!^i  SSkEl  Such  unit  shall  become 
by  executing  an  instrument  identifying  such  unit  and  ."ling  ^^^^  make  no  such  provision,  then  such  unit 

effective  as  of  the  date  provided  for  in  said "nttamenft  or ^^^^^J^^ESS^^^Sm  may  be  exercised  by  Lessee  at  any 
shall  become  effective  on  the  date  such  instrument  or  '"stmmente  are  so  nieo  ?LJ™2i^S  or^uction  has  been  established  either  on  said 
time  and  from  time,  to  time  while  this  lease  is  ^j0,^- f ^  ^  hereunder  shall  be  valid  and  effective 

land,  or  on  the  portion  of  said  land  included jn  the ^"J  °I  ^3'?.^  within  the  unit  which  are  not  effective^ 

for  all  purposes  of  this  lease  even  though  there  may  be  mineral  ^  Mr^ered  for  all  purposes,  except  the  payment  of 

pooled  or  urSed.  Any  operations  conducted  on  any  part, of  such  ^^^^^SiS&S^^S^ae  within  each  sue/,  unit  (or 
royalty,  operations  conducted  upon  said  tend  under  this  ease  Jnere  sh autre  ^^^e°u^fthat  proportion  of  the  total  production  of  unitized 
to  each  separate  tract  within  the  unit  if  this Jease  covers  separ^e  tracts  w™n  ™  u^^^rujw^  ^  ^     .       .  h 

minerals  from  the  un  ,  after  deducting,  any  used  in  lease  ^.^^^S^'H^^amlnthB  unit  and  the  production  so  allocated  shall  be 
separate  tract)  covered  by  this  tease  within  the  ""tb^tolhetotel  SS^^^  production,  to  be  the  entire 

considered  for  all  purposes,  ^ina  pa^ert  or  o^ive  SHuSS  therefrom  under  the  terms  of  this  tease 

production  of  unitized^mineralsfromlhe  fand  to  which >  al^edin HSffi  «K8rf^  pursuant  to  this  paragraph  or  of 

The  owner  of  the  reversionary  fstate  of  anv  tern  r^  £       Sanation  of  any  n^^SKS 

shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  ^  teim SnaSiaKnsferring  any  interest  under  this  tease  including,  without 

which  includes  land.notcovered  by  tNs  to  in  land  covered  by  this  lease  and 

limitation,  any  shut-in  royafty  which  n^yt«^  pay^le  un^  g   ,       as  pr0Vlded  in  paragraph  S i  hereof, 

parties  owning  interests  in  land  not  covered by =this i  tease  Nerthershai^ \«l ^JJMjr  men ngracn  ^  minerals  unless  a(T  poolec leases 

except  that  Lessee  may  not  so  release  as  tofe^  unit  established  hereunder  by  filing  for 


part  of  the  leased  premises. 

whether  or  not  in  paying  quantities. 

7  i  p«pp  <ihail  have  the  use  free  from  royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  Pfp^^.^o^lS^ilJ^jC^ 

shall Ipay for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

ft  ThP  riahts  and  estate  of  anv  party  hereto  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon  All  of  the 

Sto! >  2 b fSSS  LeTsoVs  heirs  suc^sso^or  assigns,  notice  of  such  change  or  division,  supported  by  either  originals  or  duty 
certified SSestf  8* inltSments  Xch  have  beenpropehy  filed  for  record  and  which  evidence  such  change  or  division,  and  of  such  court 
SSds  inS  Droceedirras ^nsSripteS  other  documentsas  shall  be  necessary  in  the  opinion  of  such  recordowner  to  establish  the  val  dity  of 

such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above, 

9  In  the  event  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  egress  and  iJ2P<^i^«>^,'i^S( 
Lessee in writing  seffinyouUpecifically  in  what  respects  Lessee  has  breached  tfiis  contract.  Lessee  shall  tienl have  sixty  (60 i  days  afte '  [jag 
of Sfc f  r^^^^e^  meet  or  commence  to  meet  all  or  any  part  of  the  breaches  afeged  by  Lessor The  SSS^SriiS^S^ 
orSdent tothe  brinqinq  of  any  action  by  Lessor  on  said  lease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of  sixty  (60)  days 
£^7rvk2  of  such  nolice  on  Lessee  Neither  the  service  of  said  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or  any  of  the 
alteg^b^c^^  that  Lessee  has  failed  to  perform  atf  its  obl.gat.ons  hereunder  If thisfease  is 

cancfedSaVS  cause,  it  shall  nevertheless  remain  in  force  and  effect  as  to  (1  sufficient  acreaoe  around  each  wej  as jo  whch  there  a  e  o^ratons 
tn  Site  a  dnl^raor  maximum  allowable  unit  under  app  cab  e  governmental  regulations,  (but  in  no  event  less  that  forty  acres),  such  acreage 
to  be^rltS ^  by  L^ee  as  nelKs  practical  in  Be  form  of  a  square  centered  at  the  well,  or  in  such  shape  as  thhenJ^S^^ 
reouire-  and?2)anv  part  ofsaid  land  included  in  a  pooled  unit  on  which  ihere  are  operations.  Lessee  shall  also  have  such  easements  on  said  land 
aTar?he«ssa^ ^peraS  onthe  qSSqb  so  retained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary 
or  convenient  for  current  operations. 

10.  Lessor  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
interests  hereunder  shall  be  charged  pnmarily  with  any  mortgages,  taxes  or  other  liens  or  interest  and. otter charges ion  said  tend  butj Lessor 
agrees  that  Lessee  shall  have  the  right  at  any  time  to  pay  or  reduce  same  for  Lessor,  either  before  or  after  maturfyand  be  subr^ed  to  the 
rights  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  may  become  payabretoLeMor 
and/or  assigns  under  this  lease.  If  this  lease  covers  a  less  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  all  or  any '  partj tfsac I  land  than  £e 
entire  and  undivided  fee  simple  estate  (whether  Lessofs  interest  is  herein  specified  or  not},  or  no  in  teres  therein,  then  tt»  royalties ;  and  other 
moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  full  interest,  shall  be  paid  only  in  the  proportion  whch  the  interest 
Serein if 'any covered  by  fhKlease,  bears  to  the  whole  and  undivided  fee  simple  estate  therein  All  rpyatty  interest  covered by  this  lease  (whether 
or -not owned  by  Lessor)  shall  be  paid  out  of  the  royalty,  herein  provided.  This  lease  shall  be  binding  upon  each  party  who  executes  it  without 
regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

1 1  If  while  this  lease  is  in  force,  at,  or  after  the  expiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
well  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of  .(1)  any  law,  order,  rule  or .relation 
(whether  or  not  subsequently  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar  (except  finanaal)  beyond  the 
reasonable  control  dTessee,  the  primary  term  hereof  shall  be  extended  until  the  first  anniversary  date  hereof  orcumnq  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred, 

12  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  well(s)  and/or  wellbore(s)  on  said 
land,  other  than  existing  water  wells,  and  for  all  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

1 3  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

14  As  a  result  of  land  development  in  the  vicinity  ofsaid  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling, 
reworking  or  other  operations  are  either  restricted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  any  such 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  lease, 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land.  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease, 
except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


BY:  JOHN  WESLEY  WATTS,  JR.  BY:  RUTH  KATHLEEN  WATTS 

STATE  OF  Texas_  } 

}  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF   Tarrant__  } 

This  instrument  was  acknowledged  before  me  on  the  7  day  of  A/ QYcm&'y  ,  2008  by  John  WesleyWatts,  Jr.  and  wife, 
Ruth  Kathleen  Watts.  /f  //    ^    y  / 


/Notary  Puohc  / 

emits-    <f  I?  sot?   


ADDENDUM  / 

THIS  ADDENDUM  IS  ATTACHED. 

15  Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The ,  tear ,  "oil  and  gas"  means  oil, 
gas  anc I  othei  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore. 

16  Gas  Rovaltv  (a)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Les see  tensor . as 
6"        to^MaHoro  and  other  liquid  'hydrocarbons  separated  at  Lessee's  separator  facilit.e  s the  roya  y  ^^^^g^ 

of  Jnch  oroduction  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessors  credit  at  the  oil  purchasers 
^S^^SS^S^Z  tha  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  wellhead  market  pnce 

en  ??eva  m^S^£^^  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the 
such  a  prevail  price)  for  production  of  similar  grade  and  gravity;  and  b  for  gas  (includ.ng  casmghead  gas)  and  all  other  subs  lances 
^S^S^^X^  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the      the«ol  ^ 
me  point  of  sale  less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance  or  other  exc.se  taxes  and  less  the, jilted 
unaSed thM  party  deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  prod uc  .on  at 
^eva^ 

the  same  field  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered 
into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder. 

(b)  Royalties  on  oil  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant  in  which 
Lessee  c Fan  affiHa  e  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher  of  the  proceeds  received  or 
the  maVe lvalue  oHhe  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are 
sold™  Lessee  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the  higher  of  the  market  value  of  the  P^u^o  sold  and 
the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding  anything  to  the  contrary  herein,  e «eP"°J^^ 

charaes  incurred  or  paid  by  Lessee,  in  no  event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  products  or  any 
postreduction  costs  including  costs  of  lifting,  gathering,  dehydration,  compression,  separation,  delivery  transportation,  ^nufacture 
processing,  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  fac  rty  or  WPjnenl  to 
processing  or  treating  oil  or  gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price 
greater  than  or  less  than  Lessee  in  sales  to  nonaffiliates. 

(c)  As  used  herein,  "affiliate"  means  <i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than  ten  percent  (10%) 
of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the  outstanding  vo  ing  m  erest,  or 
(ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee,  more  than  ten  percent  (10  A)  of  he 
outstanding  voting  interest  of  both  the  Lessee  and  the  other  corporation,  joint  venture,  partnership  or  other  entity  is  owned  or  controlled 
by  the  same  person  or  group  of  persons. 

17  Shut-in  Royalty  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled 
therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but  such  well  or  wells  are  either 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying 
quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has  been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing 
in  paying  quantities.  If  for  a  period  of  ninety  (90)  consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  .s  not  being 
sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  be  ore 
the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  date  the  first  payment  is  due;  provided,  however,  that 
if  this  Lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the 
leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of 
such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that  after  the 
expiration  of  the  primary  term.  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of  shut-m  royalty  for  more 
than  one  single  period  of  up  to  two  (2)  consecutive  years, 

18  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of  the  leased 
premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased  premises.  Notwithstanding 
the  foregoing  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of  Lessee  to  utilize  the  subsurface  of  the  leased 
premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit,  explore  for,  develop  and  produce  oil,  gas  and  other  covered 
minerals  under  this  lease  from  wells  from  surface  locations  off  the  leased  premises,  including,  but  not  limited  to.  directional  or 
horizontal  drilling  activity  which  comes  under  the  surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any 
surface  rights  associated  with  instruments  other  than  this  lease. 

19  Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of  the  primary 
term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate  as  to  all  nghts  lying  below 
one  hundred  feel  (100")  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled. 

20  No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease,  Lessee 
acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation  to  satisfy  itself  as  to 
the  title  to  the  Land  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  arise  by  common  law  or  by  statule.  including 
but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors),  are  excluded.  If  Lessor  owns  an  interest  in  the  Land 
less  lhan  the  entire  fee  simple  estate,  then  the  royalties  (including  shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately. 
All  royalty  interest  covered  by  this  lease  (whether  or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will 
use  all  its  reasonable  efforts  to  assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this 
lease;  provided,  however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement,  Lessee,  at  its  option,  may  discharge  any  tax.  mortgage,  or  other  lien  or  interest  and  other 
charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so.  Lessee  will  have  the  option  of  applying  the  royalties 
accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the  rights  of  the  holder  thereof. 

21  Indemnity  Lessee  hereby  releases  and  discharges  Lessor  and  the  owner  of  the  surface  estate,  along  with  their  officers, 
employees,  partners,  agents,  contractors,  subcontractors,  guests  and  invitees,  and  their  respective  heirs,  successors  and 
assigns  (collectively  the  "Lessor  Parties"),  of  and  from  all  and  any  actions  and  causes  of  action  of  every  nature,  or  other 
harm,  including  environmental  harm,  for  which  recovery  of  damages  is  sought,  Including,  but  not  limited  to,  all  losses  and 
expenses  which  are  caused  by  the  activities  of  Lessee,  Its  officers,  employees  and  agents  arising  out  of,  Incidental  to  or 
resulting  from,  the  operations  of  or  for  Lessee  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site  or  that 
may  arise  out  of  or  be  occasioned  by  Lessee's  breach  of  any  of  the  terms  or  provisions  of  this  Lease,  or  by  any  other 
negligent  or  strictly  liable  act  or  omission  of  Lessee.  Further,  Lessee  hereby  agrees  to  be  liable  for,  exonerate,  indemnify, 
defend  and  hold  harmless  the  Lessor  Parties  against  any  and  all  claims,  liabilities,  losses,  damages,  actions,  property 
damage,  personal  Injury  (Including  death),  costs  and  expenses,  or  other  harm  for  which  recovery  of  damages  Is  sought, 
under  any  theory  Including  tort,  contract,  statute  or  strict  liability,  including  attorney  fees  and  other  legal  expenses, 
Including  those  related  to  environmental  hazards  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site  or  in 
any  way  related  to  Lessee's  failure  to  comply  with  any  and  all  environmental  laws;  those  arising  from  or  in  any  way  related 
to  Lessee's  operations  or  any  other  of  Lessee's  activities  in,  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations 
site-  those  arising  from  Lessee's  use  of  the  surface  or  subsurface  of  the  leased  premises;  and  those  that  may  arise  out  of  or 
be  occasioned  by  Lessee's  breach  of  any  of  the  terms  or  provisions  of  this  Lease  or  any  other  act  or  omission  of  Lessee,  Its 
directors,  officers,  employees,  partners,  agents,  contractors,  subcontractors,  guests,  Invitees  and  their  respective 
successors  and  assigns.  Each  assignee  of  this  Lease,  or  of  an  interest  herein,  agrees  to  be  liable  for,  exonerate,  indemnify, 
defend  and  hold  harmless  the  Lessor  Parties  in  the  same  manner  provided  above  in  connection  with  the  activities  of  Lessee, 
its  officers,  employees  and  agents  as  described  above.  EXCEPT  AS  OTHERWISE  EXPRESSLY  LIMITED  HEREIN,  ALL  OF 


INDEMNIFIED  PARTY),  WHETHER  SUCH  NEGLIGENCE  BE  SOLE,  JOINT,  CONCURRENT,  ACTIVE  OR  PASSIVE. 

12.  Noise  levels  associated  with  Lessee's  operations  related  to  the  drilling,  completion  and  reworking  of  wells  shall  comply  with  the  City  of 
Fort  Worth  Drilling  Ordinance,  as  amended. 

>3  Limited  Power  of  Attorney  to  Obtain  Subordination  Agreement  By  the  execution  of  this  Lease,  Lessor  does  hereby  appoint  and 
designate  Lessee,  its  successors  and  assigns,  as  its  attorneys-in-fact  solely  for  the  limited  purpose  of  allowing  Lessee  to  contact 
Lessor's  lender  or  mortgagor  (if  any)  on  behalf  of  Lessor  to  obtain  a  lien  subordination  agreement  or  other  similar  document  for 
purposes  of  subordinating  any  mortgage  on  the  leased  premises  to  Lessee's  interests  in  this  lease.  Lessee  will  mail  a  copy  of  the 
executed  and  recorded  lien  subordination  agreement  or  similar  agreement  when  finalized.  When  Lessee  has  finalized  its  lien 
subordination  agreement  or  similar  agreement  with  Lessor's  lender  or  mortgagor,  this  limited  power-of-attorney  to  the  Lessee  shall  in 
all  respects  terminate  and  automatically  be  revoked.  Lessee  shall  bear  any  and  all  costs  associated  with  obtaining  any  such  lien 
subordination  agreement  or  similar  agreement. 

24  Waiver  of  Claims  as  to  Gas  Lease  Committee  and  Acknowledgement  of  Independent  Legal  Advice.  Lessor  acknowledges  that 
the  terms  of  this  Lease  the  amount  of  royalty  and  bonus  paid  hereunder,  and  other  terms  negotiated  with  Lessee  with  respect  to  this 
Lease  (the  "Negotiated  Terms")  were  obtained  as  a  result  of  negotiations  between  Lessee  and  a  group  known  as  the  Greater  Lake 
Country  Gas  Leasing  Task  Force  ("GLCGLTF"),  which  consisted  of  a  committee  of  unpaid  volunteers,  including  Brad  Shaw,  Carl 
Wilson  Dick  Dealrick  Dennis  Shingleton,  Nora  Donavan,  Margaret  Hamlin,  Jim  Usher,  Cecilia  Valdez,  Phil  Fox,  Craig  Zieres,  Dave 
Newell'  Ginger  Mayronne,  Robert  Fife,  Fred  Villarreal  (the  "GLCGLTF  Gas  Lease  Committee").  In  consideration  of  the  efforts  of  the 
GLCGLTF  in  negotiating  and  obtaining  the  Negotiated  Terms,  Lessor,  individually  and  on  behalf  of  Lessor's  agents,  representatives, 
family  members,  predecessors,  successors,  heirs  and  assigns,  hereby  releases  and  forever  discharges  GLCGLTF.  the  GLCGLTF, 
and  any  of  GLCGLTF's  or  the  GLCGLTF  Gas  Lease  Committee's  members,  agents,  and  representatives,  specifically  including  any 
attorneys  engaged  by  the  GLCGLTF  Gas  Lease  Committee  to  facilitate  the  solicitation  of  bids  and  negotiation  of  lease  terms  (the 
"GLCGLTF  Releases"),  of  and  from  any  and  all  claims,  demands,  obligations,  losses,  causes  of  action,  costs,  expenses,  attorney's 
fees  and  liabilities  of  any  nature  whatsoever,  whether  based  on  contract,  tort,  statute  or  other  legal  or  equitable  theory  of  recovery, 
whether  known  or  unknown  which  Lessor  has,  has  had,  or  claims  to  have  against  the  GLCGLTF  Releases,  which  arise  out  of  or  relate 
to  (a)  the  Negotiated  Terms,  (b)  the  negotiation  of  the  Negotiated  Terms,  or  (c)  the  inclusion  and/or  omission  of  any  terms  within  the 
Negotiated  Terms.  Lessor  further  acknowledges  and  represents  that  (a)  the  GLCGLTF  Releases  have  not  acted  as  Lessor's  agent  in 
connection  with  this  Lease;  (b)  Lessor,  in  making  the  decision  to  enter  into  this  Lease,  has  not  relied  upon  any  statements  or 
representations,  if  any,  of  the  GLCGLTF  Releases  regarding  the  terms  of  this  Lease;  and  (c)  Lessor's  decision  to  enter  into  this  Lease 
is  the  independent  and  voluntary  decision  of  Lessor  after  being  given  the  opportunity  to  have  said  Lease  reviewed  by  counsel  of 
Lessor's  choosing. 

Executed  on  the  date  first  written  above. 


Ruth  Kathleen  Watts 


